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E(C) MEDICAT. EXPENSES OF INDIVIDUALS WHO 


ARF. NOT 
ELIGIBLE INDIVIDUALS#@Subnaracfanl (A) 
shall anolv to 
an amount vaid bv an account holder for 
medical care 
of an individual who is not an = eliaible 
individual for the 
month in which the exnense for such care 
is ; incurred 
onlv if no amount is contributed (other than a 
rollover 
contribution) to anv medical savinas account. 
of such 
account. holder for the taxable vear which 
includes such 
month. This subnaraaranh shall not annlv to 
anv expense 
for coverage described in subclause (1) or (TIT) 
of se subpara- 
aravh|(B)(ii). 

"3) accouNT HortpERiZThe term faccount 
holde means 
the individual on whose behalf the medical 
savinas account 


was established. 

"(4) CERTAIN RULES TO APPIYZ2Rules similar to 
the follow- 
ing rules shall annlv for nurvoses of this section: 

"(A) Section 219(d)\(2) (relating to no 


deduction for roll- 
overs). ; ; 

B) Section 219(f(3) (relating to time 
when contribu- 


tions deemed made). 
me Except as provided in section 106(b), 
section 
214 (5) (relating to emolover pavments). 
(D) Section 408(g) (relating to community 
pnronerty 


awe). ; : ; 
( fe Section 408(fi) (relating to custodial 
accounts 
"(e) TAX TREATMENT mageo INTs 

"(1) IN GENERAL. medical savinas account. 


is exemot 
from taxation under this subtitle unless such 
account has 
ceased to be a= medical savinas’ account. 
Notwithstandina the 
precedina sentence. anv such account. is subiect 
to the taxes 
imvosed bv section 511 (relating to imnosition of 
tax on unre- 
lated business income of charitable, etc. 
organizations). 

"(2) ACCOUNT TERMINATIONS Rules similar to 
the rules 
of naraaravhs (2) and (4) of section 408(e) shall 
avvlv to medica 
savinas accounts. and anv amount treated as 
distributed under 
such rules shall be treated as not used to nav 
aualified medical 
gf enses 
(ff) TAX TREATMENT OF DISTRIBUTIONSIe 


"(1) AM TS USED FOR QUALIFIED MEDICAL 
EXPENSES 


Anv amount. paid or distributed out of a medical 


savinas account 
which is used exclusivelv to vav_ aualified 
medical expenses 
of anv account. holder shall not be Micludible in 
aross income. 


ie foe OF AMOUNTS NOT USED FOR QUALIFIED 
ME 
oa EXPENSFSAnv amount. pa or distributed 


out. of medi- 
cal savinas account which is nae used exclusivelv 
to Dav the 
qualified medical exnenses of the account. 
holder shall be 


included in the gross income of such holder. 
"(3) EXCESS CONTRIBUTIONS RETURNED BEFORE 
DUE DATE 

OF RETURNIZ 
"(A) IN GENFRATLIf anv excess contribution 


is contrib- 
uted for a taxable vear to anv medical 
savinas account 
of an individual. naraaranh (2) shall not annlv 
to distribu- 
tion8 from the medical savinas accounts of 
such individual 
(to the extent such distributions do not exceed 
the aaare- 
aate excess contributions to all such pecar re 
SUC 


0) 
individual for such year) if— 


